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FIVE-YEAR FORECAST

General Fund revenues for the fiscal year ending June 30, 2004 are expected to decline 1.25
percent from the 2002-2003 level, and should reach their lowest level during the five-year
projection period in the fiscal year ending June 30, 2005 when they are projected to fall to
$1,388 million.  General Fund revenues are then expected to increase an average of 2.33
percent annually, reaching $1,459 million during the fiscal year ending June 30, 2008.

General Fund expenditures are expected to increase 6.8 percent, a total of $99 million, between
fiscal year 2003-2004 and 2004-2005 due to increases in salaries and wages, health benefits,
and expenditures related to the non-appropriation of the risk management premiums in 2003-
2004.  Expenditures are expected to increase at an average rate of 3.1 percent between 2004-
2005 and 2007-2008, reaching a total of $1,693 million as a result of expected salaries and
wages and health benefit costs increases.

The result of the projected decline and slowly recovering General Fund revenues coupled with
the projected increase in General Fund expenditures, is an expected General Fund deficit in
fiscal years 2004 through 2008.  Detailed projections for the major General Fund revenue and
expenditure items follow.  Key points from this information include:

� Revenues from the Municipal Income Tax are expected to continue to decline due to the
mandated reductions in the income tax rates and the loss of population and jobs.

� Revenues from Property Taxes are expected to grow slowly during the period from June
30, 2003 through June 30, 2008.  Total growth in property tax revenues for the five-year
period is expected to be 13.61 percent.

� Revenues from the City Utility Users’ Tax are expected to remain flat.
� Revenues from Wagering Taxes and Fees are expected to grow at a slower rate than in

the past.  No significant increase in the amount of continuing revenue is expected to
occur until the opening of the permanent casinos, which are expected to open in January
2007.

� Revenues received from State Revenue Sharing are expected to be reduced during
fiscal year ending June 30, 2004 as a result of State budget reductions.  We expect that
the full amount of revenue sharing from the State will slowly be restored, so that the full
$332 million will be received as the State’s economy recovers.

� The City’s expenditure for salaries and wages is expected to grow at a slower rate than
in recent years, due to a smaller civilian workforce.

� Pension Fund expenditures are expected to increase more than $80 million for the fiscal
year ending June 30, 2004 and are projected to then level off at approximately $100
million annually.

� Health benefit expenditures are projected to increase 18 percent in fiscal year 2004, and
then 15 percent annually over the next four years.  Non-health related employee benefits
are expected to increase at the same rate as in recent years.
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PROJECTED GENERAL FUND DEFICIT

The chart below shows the five-year cumulative effect of the projected City deficits based on
present personnel and other costs.
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Projected annual revenues and expenditures, as well as the projected deficits are shown in the
table below.

$ In Millions

Year Projected Revenues
Projected

Expenditures
Projected Surplus

(Deficit)
2003-2004 1,427 1,446 (19)
2004-2005 1,388 1,545 (157)
2005-2006 1,395 1,596 (201)
2006-2007 1,429 1,640 (211)
2007-2008 1,459 1,693 (234)
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ACTUAL AND PROJECTED GENERAL FUND REVENUES AND EXPENDITURES

Revenues:
Historical and projected General Fund revenues are charted below.  Revenue is expected to
decline between fiscal years 2003-2004 and 2004-2005, primarily due to the inclusion of a one-
time $46.8 million casino enhancement payment that is expected to be made to the City in
2003-2004.  Projection assumptions for each revenue category are shown separately in the
following pages.
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Expenditures:
Historical and projected General Fund expenditures are charted below.  General Fund
expenditures are expected to grow considerably over the next five years due to rising health
care premiums, continued high pension obligations, and increased salaries and wages.
Expenditure projection assumptions are detailed in the following pages.
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ACTUAL AND PROJECTED MUNICIPAL INCOME TAX REVENUES
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$ In Millions
Year Actual Revenue Projected Revenue

1998-1999 370
1999-2000 378
2000-2001 341
2001-2002 324
2002-2003 311
2003-2004 300
2004-2005 294
2005-2006 288
2006-2007 282
2007-2008 276

Assumptions:
1. The annual decreases in the tax rates that commenced July 1, 1999 are expected to continue

through the fiscal year ending June 30, 2008.
2. Estimated municipal income tax revenues for the fiscal years ending June 30, 2003 and June 30,

2004 are expected to reach the levels projected in the Mayor’s 2003-2004 Proposed Budget.
3. Municipal income tax revenues are expected to decrease $14 million for the four fiscal years

ending June 30, 2005 through June 30, 2008, reflecting the effect of tax rate reductions.
4. Commencing with the fiscal year ending June 30, 2005, an additional $6 million in tax revenues

has been included to reflect the 4,100 new Compuware employees and $2 million to reflect the
new EDS employees.1

                                                
1 Comerica economists estimate that Compuware’s 4,100 employees will generate between $6 and $8 million in additional City

income tax revenues.  Therefore, it is expected that EDS’s 1,500 new Detroit employees will generate between $2.2 and $2.9
million in additional City income taxes.
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ACTUAL AND PROJECTED PROPERTY TAX REVENUES
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$ In Millions
Year Actual Revenue Projected Revenue

1998-1999 145
1999-2000 156
2000-2001 153
2001-2002 170
2002-2003 169
2003-2004 171
2004-2005 176
2005-2006 181
2006-2007 187
2007-2008 192

Assumptions:
1. The General Fund portion of the property tax rate is expected to remain level at $22.9563 per

$1,000 through the fiscal year ending June 30, 2008.
2. Tax revenues for the fiscal years ending June 30, 2003 and June 30, 2004 are expected to match

the levels projected in the Mayor’s 2003-2004 Proposed Budget.
3. Tax revenues are expected to increase at an average rate of 3 percent2 per year commencing in

the fiscal year ending June 30, 2005.
4. No major developments are expected to be added to the tax base.
5. Effects of special collection efforts during the projection period, such as tax amnesties or the use

of external tax collectors, have been omitted from the projection.

                                                
2 The average growth rate used by the City Finance Department in its February 2003 presentation to City Council on the financial

state of the City of Detroit.
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ACTUAL AND PROJECTED UTILITY USERS’ TAX REVENUES

51 55 54 52 55 55 55 55 55 55

0

10

20

30

40

50

60

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Fiscal Years Ended June 30

$ 
in

 M
illi

on
s

$ In Millions
Year Actual Revenue Projected Revenue

1998-1999 51
1999-2000 55
2000-2001 54
2001-2002 52
2002-2003 55
2003-2004 55
2004-2005 55
2005-2006 55
2006-2007 55
2007-2008 55

Assumption:
1 Revenues from the utility users’ tax are expected to remain flat through the fiscal year ending

June 30, 2008.
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ACTUAL AND PROJECTED WAGERING TAX AND FEE REVENUES
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$ In Millions

Casino Wagering
Tax

Municipal Service
Fees

Additional
Wagering

Tax Total
Year Actual Projected Actual Projected Projected Actual Projected

1998-1999 0 0 0
1999-2000 53 7 60
2000-2001 86 11 97
2001-2002 109 13 122
2002-2003 110 14 124
2003-2004 110 14 124
2004-2005 114 14 128
2005-2006 116 15 131
2006-2007 134 17 8 159
2007-2008 148 19 18 185

Assumptions:
1. Total adjusted casino revenues for the fiscal year ending June 30, 2003 and 2004 are expected

to reach the levels projected in the Mayor’s 2003-2004 Proposed Budget.
2. Total adjusted revenues for the fiscal year ending June 30, 2005 and 2006 are expected to

increase 3.0 percent3 over the prior fiscal year.
3. In addition to the 3.0 percent annual increase, the projected opening of the permanent casinos on

January 1, 2007 is projected to generate an additional $30 million4 of wagering taxes annually.
4. The additional 1.0 percent tax on revenues under $400 million per casino and the additional 2.0

percent tax on revenues over $400 million per casino are expected to begin on January 1, 2007,
when the permanent casinos open.

5. Service fees are computed on projected total adjusted revenues at 1.25 percent.

                                                
3 A more conservative growth rate is expected than that anticipated by the Finance Department in its February 2003 presentation to

City Council.  The Finance Department used a 4.0 percent growth rate to project casino revenues.
4 American Economics Group, Inc. (AEG), in their report “Detroit Casino Taxes and Fees:  Projections in Context of Future

Budgets,” published June 29, 2000, projected that the permanent casinos would generate an additional $60.7 million of wagering
taxes annually.  Due to the delay in the opening of the permanent casinos, as a conservative estimate, one-half this projection
was incorporated, $30 million annually, into the projection of casino revenues.
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ACTUAL AND PROJECTED STATE REVENUE SHARING REVENUES
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$ In Millions
Year Actual Revenue Projected Revenue

1998-1999 332
1999-2000 332
2000-2001 332
2001-2002 332
2002-2003 320
2003-2004 311
2004-2005 316
2005-2006 321
2006-2007 327
2007-2008 332

Assumptions:
1. State revenue sharing for the fiscal year ending June 30, 2003 is expected to decrease $11.6

million from 2001-2002 levels.
2. Based on the State’s proposed budget for their next fiscal year (October 1, 2003 to September

30, 2004), Detroit’s revenue sharing income is expected to be further reduced by $9.6 million.
3. The cuts to State revenue sharing are projected to be gradually restored over the subsequent

fiscal years with a return to the full amount in fiscal year 2007-2008.
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ACTUAL AND PROJECTED OTHER GENERAL FUND REVENUES

370 389 392
470 466 466

419 419 419 419

0
50

100
150
200
250
300
350
400
450
500

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Fiscal Years Ended June 30

$ 
in

 M
illi

on
s

$ In Millions
Year Actual Revenue Projected Revenue

1998-1999 370
1999-2000 389
2000-2001 392
2001-2002 470
2002-2003 466
2003-2004 466
2004-2005 419
2005-2006 419
2006-2007 419
2007-2008 419

Assumptions:
1. Other General Fund revenues were calculated by subtracting the forecasted major revenue

classifications from Total General Fund revenues.
2. Amounts transferred in from other funds, of $64 million, which are required to be reported under

GASB 34, have been included in Other General Fund Revenues for the fiscal year ended June
30, 2002.

3. For fiscal years 2002-2003 and 2003-2004, Other Revenues were calculated by deducting
budgeted amounts for the major revenue classifications from Total General Fund Revenues.

4. Other than the one-time $47 million casino enhancement revenue projected to be received in
2003-2004, no change in the amount of Other Revenues is expected through fiscal year 2007-
2008.
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ACTUAL AND PROJECTED SALARY AND WAGE EXPENDITURES
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Other General Fund Agencies Police & Fire

489 501
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$ In Millions

Police Fire
Other General Fund

Employees
Year Actual Projected Actual Projected Actual Projected Total

1998-1999 172 63 254 489
1999-2000 175 65 261 501
2000-2001 198 70 291 559
2001-2002 211 71 278 560
2002-2003 196 75 289 560
2003-2004 206 78 282 566
2004-2005 217 81 288 586
2005-2006 223 84 288 595
2006-2007 223 84 288 595
2007-2008 223 84 288 595

Assumptions:
1. Actual General Fund salary and wages for 2002-2003 are expected to be equal to those

appropriated in the 2002-2003 Adopted Budget.
2. Salary and wages for 2003-2004 are expected to be equal to the amounts included in the

Mayor’s 2003-2004 Proposed Budget.
3. Police and Fire salary and wages are expected to increase 5 percent in fiscal year 2004-

2005, and 3 percent in fiscal year 2005-2006.  Police and Fire salary and wages are
expected to remain flat at the 2005-2006 levels for fiscal years 2006-2007 and 2007-2008.

4. Other General Fund Agencies' salary and wages for 2004-2005 are expected to increase 2
percent over the Mayor’s 2003-2004 Proposed Budget salary and wages.  Salary and wages
for Other General Fund Agencies are expected to remain flat at the 2004-2005 levels for
fiscal years 2005-2006 through 2007-2008.
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ACTUAL AND PROJECTED PENSION EXPENDITURES
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General Retirement System Policemen and Firemen Retirement System
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$ In Millions

Year

Contribution
To the
GRS

Projected
Contribution

To the
GRS

Contribution
To the
PFRS

Projected
Contribution

To the
PFRS

Total
Contribution
to GRS and

PFRS
1998-1999 33 15 48
1999-2000 38 19 57
2000-2001 41 15 56
2001-2002 40 8 48
2002-2003 45 > 0 45
2003-2004 55 72 127
2004-2005 52 50 102
2005-2006 52 52 104
2006-2007 52 52 104
2007-2008 52 52 104

Assumptions:
1. For fiscal year ending June 30, 2003, pension contributions are expected to be made at the

actuarially calculated employer contribution rate of 15.92 percent for the General Retirement
System (GRS).

2. For fiscal year ending June 30, 2003 the pension contribution to the Police and Firemen
Retirement System (PFRS) is expected to be less than $0.5 million.

3. For fiscal year ending June 30, 2004, pension contributions are expected to be made at the
actuarially calculated employer contribution rate of 20.43 percent for the GRS and 27.68 percent
for the PFRS.

4. For fiscal years ending June 30, 2005 through June 30,2008, pension contributions are expected
to be made at the average of the 2003 and 2004 actuarially computed contribution rates.  The
GRS rate is expected to be 18.18 percent, while the PFRS rate is expected to be 18.38 percent.
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ACTUAL AND PROJECTED FRINGE BENEFIT EXPENDITURES
(EXCLUDING PENSIONS AND LEGALLY REQUIRED BENEFITS)
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Health Fringe Benefits Non-Health Fringe Benefits
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$ In Millions

Year

Actual
Health

Benefits

Projected
Health

Benefits

Actual Non-
Health

Benefits

Projected
Non-Health

Benefits

Total Health
& Non-
Health

Benefits
1998-1999 146 15 161
1999-2000 157 16 173
2000-2001 164 16 180
2001-2002 181 18 199
2002-2003 187 16 203
2003-2004 221 19 240
2004-2005 254 20 274
2005-2006 292 22 314
2006-2007 335 23 358
2007-2008 386 25 411

Assumptions:
1. The 2002-2003 health related benefit expenditures is expected to exceed the amount budgeted

by 13.1 percent.  Employee health related benefits have been under-budgeted an average of 13.1
percent for fiscal years 1999 through 2002.

2. Health benefit costs are expected to increase by 18 percent for fiscal year 2003-2004.  This rate
increase was announced in the Mayor’s 2003-2004 Budget Address.

3. Health related benefits are expected to increase by 15 percent in fiscal years 2005 through 2008.
This rate is the expected industry-wide rate increase.

4. Employee non-health related fringe benefits are expected to increase at a rate of 7.4 percent
annually (the average growth rate between 1999 and 2002) through fiscal year 2008.

5. An expected change in retirement sick leave usage, that did not occur, caused fiscal 2002-2003
non-health benefits to be budgeted at a $2.0 million lower level than the previous year.
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 ACTUAL AND PROJECTED OTHER GENERAL FUND EXPENDITURES
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$ In Millions
Year Actual Expenditures Projected Expenditures

1998-1999 618
1999-2000 692
2000-2001 602
2001-2002 714
2002-2003 612
2003-2004 513
2004-2005 583
2005-2006 583
2006-2007 583
2007-2008 583

Assumption
1. Other General Fund expenditures were calculated by subtracting the forecasted major

expenditure classifications from Total General Fund expenditures.  The General Fund transfer to
the Detroit Department of Transportation (DDOT), considered an Other Financing Use, was also
included in Other General Fund expenditures.

2. For fiscal years 2002-2003 and 2003-2004, other expenditures were calculated by deducting
budgeted amounts for the major expenditure classifications from Total Expenditures.  The
Transfer to the Transportation Department was then added.

3. Other expenditures are expected to increase by $70 million in 2004-2005 due to the inclusion of
appropriations that were excluded from the Mayor’s 2003-2004 Proposed Budget.  These
expenditures include:  $46 million annual risk management premium, $10 million debt service on
the new self-insurance bond issue, and $14 million additional DDOT risk management premium
(funded by an increase in General Fund Subsidy to DDOT).

4. No additional changes in the overall amount of Other Expenditures are expected through fiscal
year 2007-2008.


